
. 

. 

Mr. Gene l+p= .. .. 

. 
. 

Rargzet 6.. shedd : 

: 

: I illi III 111!111111 IIUI lllll lilll IllI 
'22O.d400* 

9 

-Mardh 31, 1982 1 _ 

lhzs .is i& response to your'memo af March 4, 1982, 
to Mr. Glenn Rigby requesting our opinion of whether a change 
in ownership occuzs when there-is an assignment,or sublease of 
a aineral right-with a remining tern of less thau 35 years. 
Accordi,?gtcryour memo and the documan ts attached thereto, in 
1954 the parties executed a Lease of a rockquarry for 40 years 
(including 3 ten-year renewal options)*- In 1977, with 16 y~u3 
remaining an the lease (including one remaitig U-year option) 
the lessee assigned the leasehold'interest in the quarry to a 
third party. Specifically, you ask whether the 1977 transfer 
constitutes a cha.ng&~io ownership. 

Se&ion 62(a) of the, Revenue and Taxation Code pm-" 
'vides that: Vhe creation, renewal, sublease, assigment, or 
other transfer: of-the richt,to produce or extract oil, gas, or 
.other mineral.s for so long as they can be produced or extracted 
in paying quantities,* constitutes a change in ownership.. !Je are 
of the opinion that this section is not applicable to the mstant 
case, since the lease term is for a specific tern of yea? rather 
than for a terol of "for so long as the. rock Eaterials can be 
extracted in paying quantities." merefore, the general lease 
provisions provided in Section 61(c). and "nule 462(f) are applicable. 
In this regazd, RuL,462(f).(2)(A)(ii) provides th?t,z "The fryfer, 
sublease, or assignzmt of a leasehold interest with a rexmmlng 
term of less than 35 years (regardless of the original term of the 
lease)" is not a dmnge in ownership., . 1’ - 

. Ih conclusion;the leasehold inteiest has a 1975 base 
year value, since the 1977 trjllsfer does---not- constitute a change 
in ownership uuder.tL~e protisions of ,Eule 462(f) (2) (A) (ii). In 
arriving at this concUsion, we find it irrelevant that the 
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entire rock’ 
tennofthe 

deposit may or may not be removed during the rermining 
kase. 
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However, the valuation principles set forth 

Nines and Quarri es) should be utiUzed. 
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